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Pursuant to Article 14 of the California Public Utilities Commission (“Commission’’) Rules
of Practice and Procedure, Calpine Corporation (“Calpine”) respectfully submits its comments on the
Proposed Decision of President Peevey and Administrative Law Judge Gottstein (“Proposed
Decision”) on Phase 1 issues in the Commission’s greenhouse gas (“GHG”) rulemaking. The
Proposed Decision would adopt an interim GHG emissions performance standard (“EPS”) for “new
long-term financial commitments” made by load serving entities (“LSEs”) for baseload generation.
The primary purpose of the EPS is to prevent “backsliding” while the Commission and other State
regulatory agencies develop and implement a load-based GHG emissions cap. Calpine supports
adoption of the Proposed Decision and believes it will help California achieve its longer-term
environmental goals without compromising near-term electric reliability.

The Proposed Decision would take several important steps to prevent “backsliding,” which,
in turn, will provide the Commission, the California Air Resources Board, and other State agencies
the time necessary to develop and implement longer term programs to mitigate environmental
impacts associated with GHG emissions. Key among these steps are (1) the adoption of an EPS
emissions rate of 1,000 pounds of carbon dioxide (“C0O2”) per megawatt-hour;' (2) the requirement

that all “covered procurements” be with specified resources that can demonstrate compliance with

! Proposed Decision at 8.
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the EPS;? and (3) the rejection of exemptions from the EPS for reasons other than system reliability
or extraordinary circumstances.” These and other steps taken in the Proposed Decision are
consistent with Senate Bill (“SB”) 1368, will provide LSEs with sufficient flexibility to meet
short-term reliability needs, and will help ensure that long-term financial commitments are made
only with low-emitting resources.
In SB 1368, the Legislature found that:

[t]he establishment of a policy to reduce emissions of greenhouse

gases, including an emissions performance standard for all

procurement of electricity by load-serving entities, is a logical and

necessary step to meet the goals of the Energy Action Plan II and the
Governor’s goals for reduction of emissions of greenhouse gases."

The Governor’s goals for reduction in GHG emissions includes reducing emissions to 1990
levels by 2020.° Whether California will be able to meet this target will be dependent, in large part,
on the growth of CO2 emissions in the near term. The more that CO2 emissions increase in the near-
term, the more difficult it will be to meet the Governor’s 2020 goal. The Proposed Decision would
help stem the growth of CO2 emissions and, as a result, its adoption is an important part of the
successful implementation of SB 1368 and California’s long-term GHG reduction goals.

Respectfully submitted,

/s/ Jeffrey P. Gray

Avis Kowalewski Jeffrey P. Gray

Director, Western Regulatory Affairs DAVIS WRIGHT TREMAINE LLP,
CALPINE CORPORATION 505 Montgomery Street, Suite 800
3875 Hopyard Road, Suite 345 San Francisco, California 94111
Pleasanton, CA 94588 Tel. (415) 276-6500

Tel.  (925) 479-6640 Fax. (415) 276-6599

Fax. (925)479-7303 Email: jeffgray@dwt.com

Email: kowalewskia@calpine.com Attorneys for Calpine Corporation

Dated: January 2, 2007

? Proposed Decision at 12.

* Proposed Decision at 19-23; 209 (Conclusions of Law 26, 30).
* Chapter 598, § 1(h) at 4, Statutes of 2006 (emphasis added).

> See Executive Order S-3-05.
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I, Judy Pau, certify:

I am employed in the City and County of San Francisco, California, am over eighteen years
of age and am not a party to the within entitled cause. My business address is 505 Montgomery
Street, Suite 800, San Francisco, California 94111.

On January 2, 2007, I caused the following to be served:
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via electronic mail to all parties on the service list R.06-04-009 who have provided the Commission
with an electronic mail address and by First class mail on the parties listed as “Appearance” and

“State Service” on the attached service list who have not provided an electronic mail address.

I declare under penalty of perjury under the laws of the State of California that the foregoing

is true and correct, and that this declaration was executed on the date above at San Francisco,

California.
/s/ Judy Pau
Judy Pau
cc: Commissioner Michael R. Peevey (via U.S. Mail and Email)

ALJ Charlotte TerKeurst (via U.S. Mail and Email)
ALJ Jonathan Lakritz (via U.S. Mail and Email)
ALJ Meg Gottstein (via U.S. Mail and Email)
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